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ntroduction 



The millennium is upon us, stirring thoughts of 
what life will be like in the twenty-first century. Although 
we cannot predict precisely what the future holds, we do 
know with certainty that it will include significant changes 
in the workplace. Already, the way we work, where we do 
our work, and the skills needed to compete effectively for 
employment are noticeably altered. It is essential that 
rehabilitation professionals keep pace with evolving employment trends if they are to effectively 
assist consumers to meet the challenges and take advantage of the opportunities created in this 
emerging world of work. 

The purpose of this document is to help the rehabilitation professional identify and 
understand current and future labor market trends and their implications for persons with disabilities. 

To successfully compete in this 
changing environment, rehabilitation 
prof essionals and consumers must be 
able to read the changing signs and 
anticipate the skills and attributes 
needed to effectively compete. 

opportunities will likely occur. It is now also essential to understand the implications of the changes 
taking place in the employment market. For example, long stretches with one employer, which 
provided opportunities to rise on a career ladder, and career ladders themselves, may no longer exist. 
Such long-term association with one employer, once viewed as evidence of stability, today may be 
viewed as stagnation, lack of creativity, or skill development. To successfully compete in this 
changing environment, rehabilitation professionals and consumers must be able to read the changing 
signs and anticipate the skills and attributes needed to be competitive. 

It is also true that the nature of counselors’ caseloads is changing. With advances in 
technology, individuals with more significant disabilities can be expected to present challenges for 
counselors as they partner with consumers to develop viable employment opportunities. Counselors 
must have a solid understanding of employment trends and be able to impart this knowledge and its 
implications to consumers. This document offers to the counselor that necessary information about 
emerging workforce trends and the skills consumers need to compete effectively in this changing 
labor market. 

It is hoped this document will stimulate ideas and thinking about the skills and methods 
rehabilitation counselors need to prepare this workforce. The intent is to increase the counselors’ 
knowledge so they in turn can provide optimum information about wise vocational choices to 
consumers. Strategies, methods, and tools are included that counselors can immediately use as they 



This is not a new responsibility or activity for rehabilitation 
professionals. The field of rehabilitation has always kept its 
eye on trends in employment and guided persons with 
disabilities to those opportunities offering the best options 
for employment. However, the changes occurring now are 
more far-reaching and fundamental, and it is essential to 
understand that the foundation, the structure of the 
workplace, is rapidly changing. No longer is it sufficient 
to simply keep abreast of fluctuations in where job 



Already, the way we work, where we 
do our work, and the skills needed to 
compete effectively for employment 
are noticeably altered. 
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prepare persons with disabilities to successfully participate in the workforce of the future and secure 
greater opportunities to achieve competitive employment at a living wage. 

Chapter I examines economic forces and labor market trends, as well as current workforce 
issues. Employment patterns and trends for people with disabilities and opportunities available 
through computer technology are addressed. 

Chapter II explores new ways to think about the concept of “work” and the skills needed 
by consumers to compete effectively in the environment created by new and different employment 
opportunities. 

Chapter III reviews the skills used by vocational rehabilitation counselors to assist consumers 
and the ways in which these skills may be modified to take advantage of the employment market 
trends. Implications of the emerging trends for consumers and the vocational rehabilitation system 
are explored. 

Chapter IV reviews many available resources that provide vocational rehabilitation 
counselors with substantial information to assist consumers in making informed career choices. 



Chapter V considers the role of leadership in establishing and maintaining a vocational 
rehabilitation agency that makes its primary organizational goal the employment of persons with 
disabilities. The Baldrige Award Criteria for Performance Excellence provides the framework for 
a vocational rehabilitation agency in its assessment of where it stands in this regard and where it 
should be. 



The intent of this document is to identify change 
and how it will affect future relationships with consumers, 
employers and other community partners. It is hoped that 
what is written here will provide a basis for rehabilitation 
professionals to understand the implications of the changes 
occurring in the world around all of us and will better 
prepare them for future challenges. 



As a final word of caution, the only 
thing one can say with assurance 
when predicting the future is that 
the future will bring change. 



Note: Throughout this document the term “consumer” is used to identify persons with 
disabilities who may be elsewhere referred to as “client” or “customer.” “Vocational rehabilitation 
(VR) counselor” is used to identify individuals who might be elsewhere identified as “counselor” 
or “employment counselor.” “Customer” is used to identify persons with whom the VR agency 
conducts business external to the agency (e.g., employers, vendors, government, community 
partners) and in Chapters III and V refers to consumers also. 
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Abstract 

This chapter examines current and future economic forces and labor market trends 
facing workers, with special attention to how these may affect persons with 
disabilities. It summarizes labor market trends in the overall demand for and supply 
of workers, and identifies the fastest-growing occupations, the skill requirements of 
new jobs, and the differences in job growth by region. In addition, the chapter 
discusses evidence on a number of current workforce issues, including the growing 
importance of education and training, the use of temporary and other contingent 
work arrangements, the risk of worker displacement, employers ’ demands for “high- 
performance” workplaces, and the growth of telecommuting and other home-based 
work, among other issues. Employment patterns and trends for people with 
disabilities and the opportunities opened up by computer technologies and home- 
based work are reviewed. 



Overview 

Looked at from afar, the nation’s labor market appears to be functioning faultlessly. The 
unemployment rate is very low and firms continue to hire more and more workers despite headline 
grabbing announcements of layoffs by major companies. Moreover, short- and long-term 
employment forecasts call for more of the same. In the short-term, most forecasters are repeating 
their last year’s forecast that called for continued but slower growth in the next two years. 

The U.S. Department of Labor’s (DOL) long-term forecast (1998) calls for total employment 
to grow by 1.3 percent per year through 2006. While manufacturing employment is forecasted to 
continue its modest decline, employment in service-producing industries is expected to increase by 
2.9 percent per year, with employment in personnel supply services expanding by 4.3 percent per 
year and employment in computer and data processing services soaring at 7.6 percent per year. In 
other words, employers are expected to upgrade and expand their computer services and networks 
while increasing their use of flexible staffing arrangements, such as hiring a greater number of 
temporary employment agency workers. 

While the demand for additional workers is expected to increase by 1.3 percent per year (not 
counting the added demand for replacement workers to fill the jobs of retirees or individuals 
changing occupations), the supply of workers is expected to increase by only 1.1 percent annually. 
Through 2006, employers are forecast to increase their payrolls by 18.6 million workers, while the 
civilian labor force is expected to grow by only 14.9 million individuals. In short, labor markets are 
expected to remain tight in the long-term. 

If this forecast holds true, it could mean that real wages will increase and income inequality 
will lessen. Research evidence suggests that lower unemployment rates have a greater impact on 
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low-wage earners than high-wage earners. Individuals with low skills or who face multiple 
employment barriers enjoy a greater number of opportunities to move up at their current employers 
or to switch employers for better pay or working conditions when unemployment rates are low. 

Continued advancements in computers and other industrial machinery will cause the demand 
for technicians, professionals, and computer specialists to become even stronger in the coming years. 
At the same time, forecasts call for only marginal productivity gains in the faster growing service 
and retail sectors, meaning that there will also be an increase in low-skilled, low-paying jobs, as 
well. Indeed, the DOL’s long-term forecast calls for continued growth in both high-skilled, high- 
paying jobs and in low-skilled, low-paying jobs, but very little change in the middle range. If true, 
this will stimulate greater income inequality. In addition, it is likely that individuals with weak 
educational and training backgrounds may work very hard for a long time and gain little 
advancement in pay or position. 

Although the long-term forecast calls for tight labor markets in the coming years, short-term 
economic fluctuations will cause the nation’s economy to periodically stray from its long-term 
growth path. In the short-term, powerful forces including changing technology, international 
competition and changing workplace management techniques will jostle the nation’s labor market. 
Rapidly improving computer and communication technologies are allowing employers and workers 
to be more mobile and “footloose.” For example, the Internet is making it easier for workers to 
explore employment opportunities world wide, while advancements in communications are allowing 
employers to enlarge their search for new cost-effective production locations (e.g., check processing 
in Ireland). International competition and excess capacity in many commodity-producing industries 
have nailed the lid shut on producer prices, forcing negatively affected employers to turn toward 
cost-reduction strategies to increase profits. To become more cost-effective managers are pushing 
more responsibility to the shop floor, eliminating management layers, exploring flexible staffing 
arrangements, and using production teams. 

Looking to cut their costs, employers are re-examining the traditional workplace model 
where permanent jobs are offered and the changing ebbs and flows of the market are handled by 
altering overtime hours or, in only serious incidences, changing the size of their workforce. Today, 
more flexible staffing arrangements are being used: Independent contractors are taking on “noncore” 
functions that used to be performed in-house; temporary employment agencies and employment 
leasing firms are supplying workers on an “as needed” basis; and more company workers are on-call 
or work irregular, part-time hours, again as needed. 

Many employers are frustrated by the current tight labor market. First, their new computer- 
enhanced machines require highly skilled workers who are in short supply. Second, in 
manufacturing, more and more production is being completed by teams. However, many human 
resource managers are adopting flexible staffing strategies that can decrease workers’ loyalty and 
commitment to the firm, traits that are required for production teams to be successful. Third, 
employers complain that they cannot find workers with basic “workplace know-how skills” (e.g., 
basic reading, writing and math abilities; social skills; and personal management skills). 

Despite the nation's low unemployment rate, the likelihood of layoff has increased in the past 
10 years. Across all workers, there is currently a one-in-nine chance that a worker will be laid off 
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over a 3-year period. Layoffs are often accompanied by extended periods of joblessness and by 
decreased earnings for those who do find new jobs. The negative effects of a layoff are greatest for 
those who have skills that cannot be transferred to new jobs; those who have college degrees and 
general skills have much better outcomes following layoffs. 

Developing such broad, transferable skills not only will help an individual’s progress within 
an organization but will increase the ability to find good alternative employment in case of a layoff. 
While one must often be willing to accept lower wages following a layoff, having broad-based skills 
that can be readily transferred to new jobs clearly enhances employment and earnings prospects. 

While geography matters less for businesses and for highly educated workers who through 
the Internet can explore job opportunities worldwide, it matters greatly for individuals living in poor 
and increasingly isolated urban neighborhoods and rural areas. Most employers have already left 
these areas for suburban locations, leaving residents physically isolated from employment 
opportunities. Moreover, these individuals are increasingly socially isolated from employment since 
they have very limited access to informal job networking opportunities. 

In short, changes in the American workplace pose many challenges for both existing workers 
and labor market entrants. The rapidly changing nature of many technologies and product markets 
has increased the risk that workers will be laid off or be required to learn new skills and take new 
jobs and responsibilities within an organization. These developments put a larger burden on 
individuals to assume responsibility for their careers and to gain access to broad-based education and 
training that will enable them to cope with a changed job situation. This should include not only 
specific job skills (which may become obsolete as jobs change) but also communication and 
problem-solving skills that increase adaptability and ability to work in multiple environments. Such 
communication and problem-solving skills are becoming increasingly important in many 
workplaces that use self-managed teams and consultative arrangements to solve workplace problems. 

Currently only half of all working-age people with disabilities, and only 20 percent of people 
with significant disabilities, are employed, compared to 80 percent of working-age people without 
disabilities. (Figures vary, based on inclusive/exclusive definitions of “disability” and how 
“employment” is integrated). The employment gap between people with and without disabilities is 
similar for men and women, but employment rates are particularly depressed among people with 
disabilities who are African-American, older, and with no more than a high school diploma. In 
addition, the average pay of employed people with disabilities is lower, which probably reflects a 
combination of lower productivity and employer discrimination. Lower employment and lower 
earnings are major factors in the lower overall income levels and higher poverty rates in the 
disability population. 

The employment of people with significant disabilities, however, has been improving in the 
1990s, and the projected tight national labor market should enhance employers’ willingness to hire 
people with disabilities. In addition, new computer technologies and the growing trend toward 
home-based work appear to especially enhance the employment and earnings of people with 
disabilities. New information technologies that put a premium on intellectual and interpersonal 
skills offer solid employment opportunities for individuals with disabilities who have kept up with 
the changing business environment. On the other hand, many jobs, especially low-skilled positions, 

i 

o 
C 




Page 7 



Meeting Future Workforce Needs 



lack health care coverage, which block many people with disabilities from entering the workforce. 
Resolving the health care dilemma will become even more critical in the future for individuals with 
disabilities. 

Preparing individuals with disabilities for the demands of tomorrow's workplace will be the 
main challenge for rehabilitation services. Workforce preparation services must address workplace 
know-how skills and technology training, especially for older workers. Furthermore, career 
development must emphasize long-term follow-up and support to assist individuals in retaining their 
jobs. 



The current tight labor market presents both opportunities and challenges for the state 
vocational rehabilitation agency. Business customers are willing to partner with public and private 
workforce development agencies in their pursuit to lower production costs and remain competitive. 
However, to make these partnerships work, the public vocational rehabilitation system will need to 
increase quality, service, innovation, and customer responsiveness; in short, they have to operate like 
a business. 



Long-Term Labor Market Trends 

The U.S. Department of Labor's long-term employment forecast calls for (a) current tight 
labor market conditions to continue until 2006, (b) the nation's workforce to become older and 
slightly more diversified, and (c) a growing dichotomy in labor demand between high-skilled, high- 
wage jobs and low-skilled, low-wage jobs. 

The nation’s labor force is forecast to increase at a 1.1 percent annual pace through 2006, 
down from a 1.3 percent annual rate recorded in the previous ten years (1985-1995). At the same 
time, employment growth is also expected to slow in the coming years from 1.7 percent to 1.3 
percent per year. During the 10-year period ending in 2006, employers will seek to hire 18.6 million 
additional workers, while the ranks of the nation’s labor force will increase by only 14.9 million 
individuals, creating a shortfall of 3.7 million workers. Of course the number of job openings, which 
is the result of both new growth and required replacements of retirees and occupation changers, will 
be much greater. In fact, the U.S. Department of Labor forecasts that job openings due to 
replacements will reach 32 million over this time, which combined with net employment growth 
means that the total number of job openings will be 50.6 million. 

Through 2006, it is expected that: 

• The workforce will become older (the proportion in the 45 - 64 age range will grow from 
28.8 percent to 36.2 percent, and the number of workers between the ages of 25 and 44 
will decline by 4.1 million); 

• The workforce will be increasingly nonwhite and Hispanic (white non-Hispanic workers 
will decline from 75.3 percent to 72.7 percent of the workforce, while the Hispanic 
workforce will grow at 3.1 percent per year); and 
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• The participation rate of aging baby boomers, bom between 1945 and 1960, will remain 
high (the participation rate of those age 45-54 will rise from 82. 1 percent to 84.6 percent, 
and the rate of those age 55 - 64 will rise from 57.9 percent to 62.6 percent). 

While employers’ demand for additional workers is expected to be 1.3 percent per year 
through 2006, there is a large variation in growth rates among industries, as indicated on Chart 1 . 
The type of industries that are expected to achieve the fastest employment growth in the coming 
years should come as no surprise and, indeed, point to the changing workplace and aging of the 
nation's population. The fastest growing employment sector is personnel supply services that 
includes temporary and leasing employment providers, reflecting the growing efforts of employers 
to make their human resource expenditures more directly tied to demand fluctuations. All aspects 
of retail trade employment are expected to expand due to (a) the inability to make substantial 
productivity improvements in the provision of retail services and (b) the expected increases in real 
income. Computer and data processing services that reflect our growing dependency and use of 
computer processing as a management and production tool rank fourth. Offices of health 
practitioners and nursing and personal care facilities, along with other health services (not elsewhere 
classified) are all among the top ten fastest growing industries, reflecting an aging population and 
a general greater demand for health care services. 

Chart 1 




Source: U.S. Department of Labor Employment Outlook, 1996-2006: A Summary of BLS projections. February, 1998. Bulletin 
2502. 




22 



Page 9 



Meeting Future Workforce Needs 



Chart 1 also provides evidence of the growing dichotomy between high-skilled workers and 
low-skilled workers. Computer services and the offices of health practitioners are two industries that 
demand high-skilled workers, while retail trades and nursing and personal care facilities reflect 
industries that demand low-skilled workers. 

This dichotomy is more easily shown in Chart 2 below, which lists the U.S. Department of 
Labor's forecasted top 10 fastest growing occupations through 2006. While the low-skilled 
occupation of cashier captures the top spot, it is closely followed by highly skilled system analysts. 
Employment growth for registered nurses, a high-skilled occupation, barely surpasses retail 
salespersons. In all, 5 of the U.S. Department of Labor’s 10 highest growing occupations require 
modest skills and pay poorly, 4 are high-skilled and pay well, and only truck drivers are in the 
middle with medium skills and medium pay. 



Chart 2 




Source: U.S. Department of Labor Employment Outlook , 1996-2006: A Summary of BLS Projections. February, 1998. Bulletin 
2502. 



Additional evidence regarding the growth of low-skilled jobs is presented in Table 1 below. 
Less than 25 percent of the job openings expected during the ten-year period, through 2006, will 
require a bachelor’s degree or higher and are in occupations that paid, on average, 1 54 percent of the 
average 1996 median weekly earnings of full-time workers (U.S. Department of Labor, 1998). At 
the same time, 43.4 percent of all job openings will require only short-term, on-the-job training and 
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are in occupations that paid only 70 percent of the average median weekly earnings in 1996. 1 

Table 1 

Job Openings and Median Weekly Earnings by Education and Training Category 



Education & Training Category 


Job Openings 
1996-2000 
(thousands) 


Percent of 
All Job 
Openings 


1996 Median 
Weekly 
Earnings 


All occupations 


50,563 


100 


483 


Bachelor’s degree or higher 


12,296 


24.3 


744 


First professional degree 


582 


1.2 


1,057 


Postsecondary education or training below 
Bachelor’s degree 


3,943 


7.8 


510 


On-the-job training or experience 


34,323 


67.9 


397 


Long-term on-the-job training 


3,466 


6.9 


490 


Moderate-term on-the-job training 


5,628 


11.1 


434 


Short-term on-the-job training 


21,944 


43.4 


337 



Source: U.S. Department of Labor 



A major debate regarding the large number of low-skill, low-wage jobs is whether 
individuals holding these jobs have the ability to move into better-paying positions. If all low- 
paying jobs were occupied only temporarily by individuals moving up to better careers, then the 
predicted growth in job openings in these positions would be of little concern. College students 
waiting tables or working at shopping malls during Christmas break do not represent a problem. The 
concern is that a growing number of individuals will remain in low-wage occupations due to the lack 
of training or education and have few options to move up. Evidence suggests that for many workers 
this does appear to be the case and certainly has implications for people with severe disabilities and 
people with multiple disabilities (see Appendix A). 

Most research continues to support the notion that returns to technical and professional 
education are expected to remain significantly positive in the coming years. Most economists 
believe that the “skilled-bias of technological change” will continue to generate strong returns to 
postsecondary education and training. However, it is important to note that the estimated strong 
returns to education do not necessarily reflect a robust employment outlook for college-educated 
workers, but more that the outlook for high school graduates is particularly dim. High school 
graduates face a much harsher employment outlook today than twenty years ago for a variety of 
reasons, including: 



'The U.S. Department of Labor’s definition of short-term, on-the-job training is when “workers generally can 
develop the skills needed for average job performance after a short demonstration or up to one month of on-the-job 
experience and instruction.” 
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• The decline in manufacturing jobs that paid good wages for minimal skills, 

• The decline of unions, 

• The deregulations of several industries including telecommunications that paid good 
wages for low-skilled work, and 

• The resulting growth of service jobs that pay poorly and offer limited upward mobility. 

Employment growth is not expected to be uniform across all regions of the country. 
According to Bureau of Economic Analysis (1995), employment growth will be the strongest in the 
Rocky Mountain and Far West states, and more sluggish in the Mideast and Great Lake States as 
shown in Table 2. Total employment is expected to top 20 million in California in 2005 and grow 
at an annual rate of 1.8 percent through 2005. Employment in Arizona, Colorado, Florida, Nevada, 
and Utah is forecast to grow at or above 2.0 percent per year through 2005. Employment in the 
eastern, industrial states of New York, Michigan, and Pennsylvania along with Iowa and West 
Virginia is expected to reach, at best, a 1 .0 percent annual growth rate during the same time period. 
However, the rapidly changing manufacturing environment in the “rust belt” states may make these 
forecasts too pessimistic. 



Table 2 

Regional Employment Forecast 
(Thousands) 











Percent Growth 


Region 


1993 


2000 


2005 


1983- 

1993 


1993- 

2005 


2000- 

2005 


United States 


140,617 


157,656 


167,817 


2.0 


1.5 


1.3 


Rocky Mountains 


4,633 


5,417 


5,883 


2.5 


2.0 


1.7 


Far West 


22,810 


26,191 


28,428 


2.4 


1.9 


1.7 


Southwest 


14,364 


16,507 


17,724 


2.0 


1.8 


1.4 


Southeast 


33,160 


37,593 


40,211 


2.5 


1.6 


1.4 


New England 


7,531 


8,373 


8,873 


1.0 


1.4 


1.2 


Plains 


10,946 


12,082 


12,724 


1.8 


1.3 


1.0 


Great Lakes 


23,437 


25,693 


26,976 


1.9 


1.2 


1.0 


Mideast 


23,735 


25,799 


26,997 


1.2 


1.1 


0.9 
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Current Workforce Issues 

While the long-term economic forecast calls for tight labor market conditions to continue, 
current business trends and pressures are changing the face of human resource management. 
Moreover, there are significant threats that may pull the economy's growth down to a snail’s pace. 
In particular, the nation’s manufacturing sector is facing several severe issues. First, excess world 
capacity across many industries is pushing prices lower. As foreign countries attempt to export 
themselves out of their current economic problems, many of our commodity-producing industries, 
such as steel and paper, are facing serious import competition. Second, many of our industries, such 
as food products, are facing mature/saturated domestic markets that are forcing them to seek cost- 
cutting, labor-saving strategies. 

Businesses operate in a highly competitive environment. Businesses that are unable to 
increase prices, are scrutinizing human resource expenditures as a place to cut costs. Two major 
human resource strategies are emerging: (a) moving noncore activities to low-cost producers and (b) 
using more flexible staffing strategies where workers’ hours become more closely tied to the volume 
of demand. 

Current Demands of the Labor Market 

It is highly likely that any conversation with employers regarding their current workforce will 
turn to a discussion of the lack of workplace know-how skills among entry-level workers. Many 
employers are having difficulties in attracting skilled workers and will admit that they have long- 
standing, unfilled vacancies for skilled computer programers, machinists, and/or technicians. Yet 
in study after study, employers claim that they are not seeking trained workers for many of their 
entry-level positions, instead they are looking to hire individuals who are trainable. They often 
readily complain about the lack of basic social and academic skills of their entry-level workers. A 
commonly used term to describe these skills or abilities is workplace know-how skills and they 
include: 

• Basic academic skills - reading, writing, and math; 

• Personal characteristics - honesty, responsibility, creativity, and positive attitudes; 

• Task achievement competencies - attendance, punctuality, appropriate attire, flexibility, 
and problem solving; 

• Behavior with respect to organization - understands and embraces mission, safety 
awareness, and takes and follows directions; 

• Interpersonal skills - teamwork skills, works well with co-workers, respects diversity, 
sociability; and 

• Basic verbal skills - ability to communicate. 
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Due, in part, to their frustration in finding individuals with solid workplace know-how skills 
more and more employers are turning to flexible workforce arrangements. About 40 percent of firms 
use at least some temporary agency workers, and the total number of temporary agency workers 
totals 1.3 million. Looked at more broadly, close to 10 percent of the workforce are in flexible 
stalling arrangements, covering temporary workers, independent contractors, on-call/day laborers 
or workers provided by contract firms. Those who are in “contingent” jobs, defined as jobs expected 
to last less than one year, constitute 4.4 percent of the workforce as of 1997. While some workers 
like flexible arrangements, 60 percent of contingent workers would prefer more permanent jobs 
Using a broader measure of the contingent workforce, about 20 percent of workers are in part-time 
temporary help, or independent contractor jobs. Such jobs tend to pay less and have fewer benefits 
(such as health insurance or pensions) than traditional full-time jobs (Cohany, 1998; Blank, 1998). 

There are several commonly accepted reasons why employers are attracted to flexible staffing 
arrangements such as the use of temporary employment agencies’ workers, short-term hires 
contractual workers, leased workers, on-call workers and part-timers: 

Batch jobs are giving way to customized short-run projects, creating a dynamic and 
irregular demand for workers. Flexible workers serve as a buffer protecting the 
company's permanent workers. 

For example, temporary workers are nearly always the first to be let go when business 
slows. Additionally, when work unexpectedly picks up, the use of temporary workers 
allows the company to avoid hiring new workers only to lay them off when the business 
returns to more sustainable levels. 

Temporary employment services provide a screening device for employers to determine, 
first hand, if an individual can do the work. 

Workers under flexible staffing arrangements, in general, receive lower compensation 
than permanent workers. 

In particular, benefit packages are far less for part-timers, on-call workers, and short-term 
hires. Furthermore, companies are not responsible for benefits to independent 
contractors nor temporary employment service workers. While it is true the company 
must pay a service fee to the temporary employment agency, their total wage and benefit 
costs of using temporary workers is, on average, lower than for their permanent workers. 

• The use of temporary workers allows the company to avoid the potential costs associated 
with labor dismissal issues. 

Flexible staffing arrangements have their drawbacks, however. First, for positions requiring 
on-the-job training, it is veiy possible that the company will not be fully reimbursed for the training 
costs of flexible workers because of their high turnover rates and short-term employment duration. 
Second, as more and more firms turn toward team production methods, many are finding, not 
surprisingly, that they cannot obtain the required sense of loyalty and company commitment from 
their temporary workers. 
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Indeed, the use of flexible staffing arrangements may harm employers’ attempts to gain a 
higher level of performance from their workers. In the past 20 years, there has been increasing 
attention to how firms are organized, particularly to how employees are treated and integrated into 
the organization. To a greater extent than before, employers are tapping employee skills, ideas, and 
effort through both formal and informal means. This trend is driven in part by the growing 
importance of product and service quality, which employees are often in a good position to observe 
and affect directly (as opposed to the costly procedure of having separate quality inspectors). It is 
also driven in part by an increasing need for flexibility in the production of goods and services, as 
technologies and markets change rapidly-road-based skills and cooperation from engaged employees 
can greatly help firms adapt to these changes. 

One of the principal ways employers have been tapping employees’ skills and ideas is by 
involving employees in workplace decision-making. These programs range from regular employee 
meetings discussing work issues, which 75 percent of all firms have, to self-managed teams where 
employees have substantial say in organizing the work, which just slightly over 30 percent of all 
firms have (Kruse & Blasi, 1998). These types of programs have often been shown to enhance 
workplace performance. To ensure that workers have broad-based skills and can be quickly re- 
deployed as markets or technologies change, close to half of firms have job rotation programs for 
non-managers, where employees are regularly rotated among jobs to increase their skills and 
knowledge of the firm’s operations. In addition, about 75 percent of firms provide formal training 
programs to employees in a given year, although only slightly over half provide formal training to 
clerical employees and production workers. Each of these programs is more common in large firms 
(more than 250 employees), although they exist in many small firms as well. 

A growing number of firms are combining these changes in how work is organized with 
synergistic changes in other policies to create “high performance workplaces.” Some firms make 
changes in the reward systems, using individual bonuses to motivate good individual performance, 
and profit sharing, employee ownership, and gain-sharing plans to motivate teamwork and 
cooperation. Research finds that these plans can lead not only to higher average performance but 
also to more stable employment for workers. Some firms also combine the above policies with 
explicit promises of employment security so that employees need not fear that any increases in 
productivity will result in layoffs. Finally, some firms are also using rigorous selection and 
recruitment systems in hiring and promoting employees to ensure that employees have the necessary 
skills and will be able to work well with other employees. In these and other ways, a growing 
number of firms are seeking to create a highly skilled and motivated workforce that has a sense of 
ownership and attachment to the firm. While this appears to be more common, it should be noted 
that only a minority of firms, even among large firms, currently combine many of these policies. 

From the Point of View of the Worker 

While a growing number of firms are seeking to involve employees in the ways described 
above, it is clearly true that many employees face job insecurity and uncertainty about whether the 
training and skills they have acquired will continue to be useful. There has been much popular 
attention to corporate “downsizing” in the 1990s and the need for employees to have skills that can 
be transferred to other firms. 
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The risk of a worker being laid off over a three-year period has gone up slightly from 10.7 
percent in the mid-1980s to 1 1.4 percent in the mid-1990s (Kruse & Blasi, 1998). Workers who 
have been with a firm for a long time have a lower chance of being laid off, but even they have seen 
their chances of layoff increase in the past ten years. Only a minority of the increased worker 
displacement can be traced to international trade; the rest is due to corporate reorganization, general 
changes in product demand, and other reasons. The increase in layoff rates has been greater for 
white-collar than for blue-collar workers, although white-collar workers still had a lower chance of 
being laid off in the mid-1990s (about 6-9% over three years) than did blue-collar workers (about 
14%). Also, workers with no more than a high school diploma have a higher risk of being laid off 
than workers with some college training. 

Layoffs would not be a big concern if workers were able to find similar jobs fairly quickly, 
but many are not able to. Only about 66.5 percent of workers displaced in a three-year period have 
new jobs at the end of the period, and the time to re-employment is particularly slow for women, 
nonwhites, and those without a college degree. Also, those who are re-employed have a decline in 
earnings on average, with greater earnings losses for older workers, African-Americans, and those 
without a college degree. A substantial portion of the lost earnings reflect the lost value of skills that 
were not transferable to other firms or industries, highlighting the importance of general skill 
development for workers. In particular, the greater earnings losses for older workers partly reflects 
the growing importance of computer skills in the workplace, which older workers are less likely to 
obtain. 



Important issues for workers entering today’s labor market are training and education, as 
several of the above results indicate. The value of a college degree has increased markedly-young 
male college graduates in 1974 earned only 16 percent more, but in 1995 earned 56 percent more, 
than young male high school graduates. As discussed above, much of the increased importance of 
education is due to technological changes in the workplace. For example, over half of production 
workers now use computers in their jobs, a rate that has grown rapidly since the early 1990s. While 
some new technologies can require fewer skills of workers, most employers report a rise in the skills 
needed to perform production and support jobs, which is driving much of the higher pay for skilled 
workers. 

The increased premium put on workplace skills raises the value not only on formal education 
but on formal and informal training at the workplace. Several studies have shown the value of 
training for future worker earnings; also, workers who receive workplace training are less likely to 
be laid off. About 75 percent of firms, and a little over 65 percent of employees, participate in 
formal training in the course of a year. The most common types of training concern occupational 
safety, computers, communications and quality issues, and professional and technical skills. Formal 
training is most common among workers who already have college degrees, are managers or 
professionals, and have been with the employer for at least five years; still more than 50 percent of 
other employees receive formal training in the course of a year. In addition, informal on-the-job 
training is an important source of skills for many jobs and, in fact, consumes twice as many hours 
as formal training for the average employee. Informal training is especially important in production 
and professional jobs and for workers who are just starting work with an employer (see Appendices 
B and C). 
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Continuing workplace changes often leave both new labor market entrants and existing 
workers uncertain about their future prospects and what they should do to develop secure careers. 
How has this affected worker attitudes and the workplace culture? Popular media have often used 
stories of downsizing to proclaim the end of worker loyalty to companies in the 1990s, but this 
appears to have been overplayed by the media. Looking at worker satisfaction levels over the past 
30 years, indicates there has been a slight decline since the mid-1980s in the percentage of workers 
who say they are very satisfied with their work but no increase in the percentage saying they are 
dissatisfied. Some surveys do find decreases in worker commitment to employers, but strong 
majorities of workers still say they are proud to be working for their companies and disagree that 
they feel little loyalty to their companies. The slightly increased risk of layoff over the past decade, 
however, does show up in the finding that workers are more likely in the 1990s to expect job loss 
within the next year than they were in the 1980s. 

A major factor in both the inability of many individuals to advance to better jobs and higher 
levels of income is the growing economic isolation of persons living in economically disadvantaged 
neighborhoods. The barriers facing individuals in poor, urban neighborhoods are two-fold: 

1. They are becoming geographically isolated from employment opportunities due to the 
movement of employers to suburban fringe locations. 

Public transit is more focused on getting workers from the residential suburbs to the 
city’s central business district than on transporting the city’s inner-city residents to 
suburban employers. The only exceptions are for retail shopping malls and/or household 
services workers. For individuals living in small metropolitan areas, public 
transportation is extremely limited. Moreover, many individuals residing in inner-city 
neighborhoods do not have access to reliable private transportation. “Minor” car 
problems can cause new workers to lose their jobs; a dead car battery can be a job killer. 

2. In addition to being physically isolated, individuals residing in depressed, inner-city 
neighborhoods are socially isolated as well. 

Living in neighborhoods where unemployment rates reach above 15 to 20 percent of the 
“official” labor pool, and the lack of job networks and informal contacts hinder 
individuals looking for work. In addition, a general environment of despair can have a 
negative effect on an individual's job search efforts. (Why look when there are no jobs 
available?) Finally, as individuals become more isolated from the employment 
experience, they lose any workplace know-how skills developed earlier and can become 
unaware of employers’ expectations. 

Work opportunities are also disappearing in rural communities, which are rapidly becoming 
more economically depressed. Individuals there experience similar geographic and social isolation, 
reliance on private transportation in the absence of public transit, limited employment and 
advancement to better jobs, and lower levels of income as exist in urban neighborhoods, with the 
same results. 
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